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NOTES OF THE MONTH 


France and the German Agreement 


HOUGH M. Bidault’s defence in the Assembly of the 

London Agreement regarding Germany appears to have 
been uninspired in its manner, the matter of his speeches could 
hardly have failed to make it clear that France stood to lose much 
more by rejecting than by accepting it. The Foreign Minister had 
to deal not only with the objections of those who regard the guaran- 
tees of British and American assistance in the event of renewed 
aggression by Germany as quite inadequate and problematic, but 
also with the large element in the country, not confined to the 
Communists, who wish to make one more effort to secure Russian 
collaboration in the task of settling Germany’s future. Actuated, 
apparently, by a feeling of alarm at the definite political division 
of Germany into two parts—possibly, in the future, hostile to each 
other—many Socialists appear anxious to do anything rather than 
accept this division as irrevocable; and both M. Blum and M. 
André Philip have been pleading for a renewal of overtures to 
Russia, to ask her to organize free elections in the Soviet Zone for 
representatives to the proposed Constituent Assembly. 

General de Gaulle’s objections to the Agreement are based 
chiefly on distrust of the effectiveness of the guarantees offered by 
France’s allies and on fears that in the Ruhr, for example, Germany 
might, by voting in the Ruhr Control Board with Britain and the 
U.S.A., be able to prevent France from getting the coal she needs. 
he provision for voting in the Board might certainly make this 
possible later on, since Germany is to have three votes—the same 
number as Britain, France, and the U.S.A.—while decisions are 
to be by majority vote. But this curious argument would apply 
to any conceivable international voting procedure, in which 
Britain and America could always, even without German partici- 
pation, outvote France—unless France were given some special 

wer of veto. General de Gaulle also pointed out that there is 
nothing to prevent the Soviet Union from creating an Eastern 
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State, which would result in rivalry between Berlin and Frankfurt, 
and in the launching of a campaign for German unity, a unity 
which might later be grouped round a Sovietized Prussia. He does 
not appear, however, to have given any guidance as to how dangers 
such as this are to be averted. 

By accepting the Government’s resolution France has not 
abandoned her standpoint on most of the matters of principle. 
Thus the Agreement accepts the system of the allocation of Ruhr 
output by an international authority; it recommends a federal 
organization of Germany, with the rights and duties of the States 
having constitutional precedence over those of the central execu- 
tive; it envisages the continuing occupation by the Allies of key 
regions of Germany after the general occupation is terminated; and 
it provides that there can be no general withdrawal of troops 
without prior consultation between the Allies. Apart from this, 
the resolution adopted by the Assembly is very carefully worded. 
It states, for example, that according to the declaration of the 
(French) Ministers ‘the London recommendations constitute a 
résumé of points on which the Allies are agreed and that in conse- 
quence negotiations remain open on other points’, and it goes on 
to say that ‘the Assembly invites the Government to take part in 
the application of the London recommendations, while reaffirming 
the French position as to the necessity of the internationalization 
of the mines and basic industries of the Ruhr’ and assuring the 
participation of France in the control of the German industrial 
potential and in reparations. Not only this, but a precise agreement 
must be sought on the guarantees for the maintenance of peace 
and the conditions of occupation of the key regions of Germany, 
all risks of the re-establishment of an authoritarian and centralized 
Reich must be avoided, a four-Power plan for the solution of the 
German problem must continue to be sought, and the French 
Government must intensify its action for the organization of 
Europe politically and economically. As M. Reynaud recom- 
mended in the course of the debate, the Assembly has certainly 
taken all precautions, but has avoided a decision which would 
have placed France in a position of isolation. 


The Change of Government in South Africa 

Many attempts have been made to explain the defeat of Field- 
Marshal Smuts and his United Party and the victory of Dr 
Malan’s Nationalists, who together with Mr Havenga’s Afrikaner 
Party now have a majority of five over all other parties. Most of 
these post-mortem analyses have over-looked the fundamental 
nature of the economic and ideological conflicts which have been 
coming to a head in South Africa for many years. They have been 
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obscured by the war and also partly by the historic figure of Field- 
Marshal Smuts himself. 

The Union of South Africa has been passing through a great 
industrial revolution, which has driven both the Europeans and 
\fricans off the land into the towns. Here they face all the modern 
economic and sociological problems of urban life and industry. 
These problems, as progressive elements in the United Party have 
urged, demand a new attitude towards the native peoples, who 
must either be made full economic members of the community or 
continue to exert a drag on the country’s productive capacity. 

[t is very significant, but not astonishing, that the Nationalists 
concentrated their attack almost entirely on Mr Hofmeyr, the 
Deputy Prime Minister. By this astute political strategy they 
achieved three objectives. Firstly, they avoided a direct attack on 
the tradition of ‘patriarchal government’ which has always meant 
so much in South Africa. That tradition has been expressed in the 
deeds and lives of a succession of great leaders who have furthered 
the ideal of European unity and Commonwealth co-operation. 
It has not been formulated in abstract principles. Secondly, the 
Nationalists were able to suggest that the living representative 
of this tradition, the venerable Field-Marshal himself, would 
resign after the election, and that Mr Hofmeyr, an academician, 
prone to abstract theorizing, was marked out as his successor and 
had to be prevented from achieving that position. Thirdly, they 
were able to suggest to the electorate that the moral and political 
problems which cause concern to all thinking South Africans are 
the invention and creations of liberals like Mr Hofmeyr; that if 
you are not a liberal, shackled by pre-conceived principles, there 
simply are no moral and sociological problems. In other words 
that all problems arising from the multi-racial complexities of 
South Africa can in the last resort be dealt with by force, and do not 
require a re-adaptation of the economic principles which have 
governed the relations between the native and European races in 
the past. 

The election was therefore fought on an emotional appeal to fear 
and prejudice, to defend the status quo. It is very significant that 
the majority of voters in South Africa did not vote for this pro- 
gramme. The electoral struggle has therefore not yet ended. For 
South Africa this is a period of great gravity. The decisions which 
will finally determine whether the new Government will be firmly 
entrenched will determine also whether South Africa moves with 
or against the tide of world opinion on the freedom and inviolable 
economic rights of all men. 

On that decision will also depend the prosperity—indeed the 
very safety—of European civilization in the Union. In the last 











er 


jel wz, , fore “- 


iTige * 


"ee 


-_-. 


vrai sre 


~~ 


276 NOTES OF THE MONTH 


resort those who now form the Government of the Union of South 
Africa should be judged by their deeds and not by their protesta- 
tions. It is therefore not a little significant that the first decision of 
importance in the sphere of multi-racial economic relations was 
contained in a statement by the new Minister of Labour that the 
training of natives as artisans would cease immediately, although 
this training had been undertaken by the previous Government 
only to enable natives to help in filling the country’s urgent needs 
in native housing. 


The U.S. Presidential Election 


The American Presidential campaign has now begun and the 
battle will rage until 2 November. The present indications are 
that the Democrats when they meet on 12 July will, without en- 
thusiasm, choose President Truman for their champion, and that 
Mr Henry Wallace will fight for his new Third Party, against a 
Republican who is being selected while this note is in the press. 
Mr Wallace’s main attack is against the foreign policy of his two 
opponents, but until recently it looked as if they would maintain 
their united front on this issue. However, the controversy over the 
appropriations for European recovery revealed a breach within 
the Republican Party on foreign policy and from the Presidential 
candidate selected it can probably be judged whether that breach 
is to be widened or glossed over. Senator Vandenberg is insepar- 
able from the bi-partisan policy; Governor Dewey and Mr Stassen 
very nearly so: but Senator ‘Taft is much less sound on this question 
and if he, or some one even more beloved of the machine politicians, 
such as Representative Martin, is chosen foreign policy can hardly 
be kept off the battlefield. 

Only the Republican certainty of winning the election makes it 
even possible for them to contemplate the selection of any one so 
demonstrably lacking in popular appeal as either Senator Taft or 
Mr Martin, when the unquenchable demand for General Eisen- 
hower as a candidate has demonstrated that the country wants real 
leadership. Only that same certainty makes it possible for the 
Republicans to consider the abandonment of an internationalism 
for which the voters have shown so much sympathy. Such a tri- 
umph for the Republican Party regulars would give the Democrats 
a real chance of averting the defeat which now seems inevitable. 

But even if the principles of foreign policy are not questioned, 
the Republicans are unlikely in this connection to refrain from 
criticizing the alleged incompetence and extravagance of the 
Democratic Administration, which will be their main target in 
other fields. They have already given notice, in the debates on 
appropriations for European recovery and on the renewal of the 
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Reciprocal Trade Agreements Act, that they intend to scrutinize 
these, and many other, measures very closely when they assume 
power. ‘he Democrats may be expected to make election capital 
out of this, but it does not necessarily mean that the Republicans 
will reverse or even undermine present policy. The pressure to do 
so within the Party will be very great, but the responsibility of 
power is likely to bring considerable changes to a Party which has 
been in opposition for fifteen years. 

Mr ‘Truman is attacking the Republican Congress for failing to 
act on his requests for the establishment of universal military 
training and for controls against inflation, and for reducing taxes, 
but Congress has been guided by what it believes will appeal to the 
electorate. While failure to legislate on such questions as housing 
and social security will be less popular with the voters, the present 
prosperity has removed much of the urgency of such measures. 
The division within the Republican Party on domestic issues is 
nearly as sharp as is that on foreign, and therefore the choice of 
candidate is almost equally important in this respect. 

Mr Truman is fighting on a modern version of Mr Roosevelt’s 
New Deal platform. But he is no Roosevelt, and this, coupled with 
the country’s natural desire for a change, shown by the 1946 Con- 
gressional election, explains the Republican confidence in victory. 
Mr ‘T'ruman’s lack of personal appeal is only equalled by his in- 

ability to hold together the conflicting interests which make up 
the Democratic Party. Mr Wallace has broken away entirely and, 
while he will not win his fight for what he believes to be peace and 
liberalism, he will almost certainly take enough votes from the 
Democrats to give the Republicans a majority. His votes will come 
from the pacifists, from some of the many Americans who are 
seriously concerned about the deterioration in their country’s 
relationship with Russia, and from groups, such as Jews and Ne- 

groes, who are dissatisfied with the Administration’s policy, or lack 

of policy. This last point explains Mr Truman’s vacillations on 
P: desis and his insistence on civil rights for Negroes, which has 
led to a revolt amongst the Southern Conservatives who are the 
backbone of his Party. In the end the South will probably vote for 
Mr ‘Truman under protest, but many of the Liberals, who have 
been alienated from Mr Wallace by his alliance with the Com- 
munists, are likely to abstain. 

The Democratic allegiance of the farmers was always temporary, 

and they now find the Republicans equally generous in their bids 
for their favour. In most of the big cities the Democratic machine 

s disorganized, and the general expectation of defeat will not make 
it easy to rally. Mr Roosevelt relied on the support of labour. Mr 
Lewis, the leader of the mineworkers, is carrying on complicated 
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manoeuvres with his old Republican friends, but the other labour 
leaders will hardly forget the Republican responsibility for the 
restrictive T'aft-Hartley Act. Mr Wallace’s Communist affiliations 
have forced the labour movement to desert him, but there is no 
sign that even the Congress of Industrial Organizations is propos- 
ing to make any effort to bring its members to the polls in support 
of Mr Truman. At the best, all this adds up to a light vote, which 
may be expected to give a Democratic defeat. 


IN SPAIN TODAY 


YEAR and a half has passed since the General Assembly of 

the United Nations in December 1946 recommended its 
Members to withdraw their Heads of Missions from Spain; 
debarred Spain from membership of agencies or conferences con- 
nected with the United Nations; and recommended that if there 
were no change in the Spanish Government within a reasonable 
time, the matter should again come before the Security Council. 
This action was presumably taken in the belief that moral pressure 
would suffice to bring about a change of régime in Spain. Since 
then attempts have been made to restore the monarchy on terms 
that would be acceptable to public opinion in the countries of 
Western Europe and of the United States. But international 
events, particularly the rising fear of Russia, have favoured 
Franco and enormously strengthened his position. What, then, is 
the situation in Spain today, and what is the prospect of a change 
of régime? 

The remarks that follow are mainly based on impressions 
gathered on a short visit to Spain. It is impossible within the 
compass of this article to cover every aspect of conditions there, 
and the writer is only too conscious of omissions and generaliza- 
tions that are particularly dangerous in the case of Spain, where the 
situation is nearly always extremely complex and varies so greatly 
from province to province and from town to town, and where 
there are nearly as many shades of opinion on politics as there are 
Spaniards. 

One of the most striking features about Spain today is the 
concern of all except the very rich with the rise in the cost of 
living, and particularly the rise in the cost of food. In February 
1948 the average cost of food was 609 per cent of the price level 
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of July 1936.1 In Madrid the general level of the cost of living in 
1946 was 314°4 per cent of that of July 1936, the corresponding 
rise in Barcelona being 368-4 per cent. Wages, by comparison, 
have risen very little. To take four representative industries, the 
approximate increase in wages between 1936 and 1945 in agri- 
culture was 71 per cent; in the textile industry 58 per cent; in the 
metallurgical industry 36 per cent; and in the shoe industry 46 
per cent.’ Official rations vary from district to district and from 
period to period. They are sold at low controlled prices, but as the 
quantities involved are negligible they scarcely affect the issue. 
All, from the richest to the poorest, are forced to buy at exorbitant 
prices on the black market, which is perfectly open. As in so many 
countries of Europe,.the principal item of diet of the working 
class is bread, and the official ration is dark and of poor quality. 
he ordinary worker’s ration of 150 grammes‘ goes nowhere, and 
has to be supplemented with bread bought on the black market 
at 20-25 pesetas® a kilo. The table below shows how some of the 
principal items of diet have risen in price since 1936. 


Price in Pesetas 


1936 1948 
Official price Black market 
price 

White bread (per kilo) 63 _ 25 
Olive oil (per litre) .. _ un 1°50 8-0 15 
Chickpeas (per kilo) . . ans “- 1°50 7°° 12 
Sugar (per kilo) is ad - 1°50 4°50 30 
Rice (per kilo) ot -s és 1°o 3°50 14 
Meat (per kilo) bg ew 7°0° 22°0 none available 


100 grammes = 3°53 0z.; one hiewne 2 lbs.; one litre=1-76 pints 


\ woman cleaner on the nationalized railways earns 9-50 
pesetas a day. After an over-all rise in wages of 40 per cent in the 
metallurgical industry which was announced in August 1946,° an 
unskilled labourer was, under the improved wage scale, earning 
only fourteen pesetas a day in the best-paid zone. A tram con- 
luctor earns about the same. No useful purpose is served by 
ttempting to translate pesetas into terms of English currency, as 
there are several rates of exchange, but when it is realized that a 
day’s wage buys less than a kilo of bread in the black market, 

U.N. Monthly Bulletin of Statistics, April 1948, Vol. II, No. 4. 


Inuario Estadistico de Espatia, 1946-47, Tomo II. 
’ Percentages based on figures given in Anuario Estadistico de Espatia, 1946-47, 
lomo II 
* There are three grades of rationing, based on the salary earned, the highest 
yme group receiving least. 
Prices quoted are those in Madrid at the end of April. They have since been 
falling 
* For details see Afan, 2 August 1946. Afan is the trade paper of the metal- 
lurgical industry. 
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one begins to understand the intense bitterness against the régime 
that is to be encountered amongst the working classes. Many are 
forced into’ sundry black market dealings in order to live. 

In some ways, however, workers’ conditions have undoubtedly 
improved. Hours of work are limited and State encouragement is 
given to factory welfare schemes, such as canteens; and the State 
social insurance scheme is, on paper, one of the most advanced in 
existence. On the other hand one hears complaints on every side 
of the heavy contributions that have to be paid by both worker 
and employer, the former having in some cases to contribute 14-2 
per cent of his income. There are also far too many complaints 
of how the benefits work out in practice. There is a widespread 
feeling that such benefits as are derived could be achieved at a 
fraction of the present cost and that the large contributions 
extracted serve only to bolster up the unnecessarily large bureau- 
cratic machine that administers the scheme. To add insult to 
injury, a new insurance scheme has recently been started by the 
Ministry of Labour, called Montepio, which appears to duplicate 
the existing scheme administered by the Ministry of Insurance 
and to serve no other purpose than to provide jobs for yet another 
body of officials. With food so scarce it is not surprising to find a 
high incidence of tuberculosis, particularly among lower income 
groups, although according to official figures it is on the decrease. 
Efforts are being made by the State to combat the disease, but 
undernourishment, which is one of its principal contributory 
factors, has yet to be tackled with success. In one fine new clinic 
for the treatment of T.3. it was found that the patients had been 
given only the official rations and would have starved had not 
relations brought them food. The workers have also benefited by 
being able to refer any dispute to a tribunal, which functions in 
each district. The verdict of these tribunals is almost invariably 
given in the worker’s favour. Those with large families benefit 
the most from the social legislation, as there is a generous system 
of family allowances designed to encourage the birthrate. In some 
industries, where there is a system of payment by points, an 
unskilled employee with a large family may earn more than a 
skilled worker who is a bachelor. 

The middle classes, too, have a hard struggle to make ends 
meet. Many of them find it necessary to take on a second and 
even a third job, in order to maintain standards to which they 
have been accustomed. In Madrid a flat which would have cost 
400 pesetas a month in 1939 now costs 2,000 pesetas, but until a 
tenant moves the landlord is not allowed to increase the rent. In 
Barcelona there has been a similar rise from 250 pesetas to 1,000 
pesetas. The Spanish middle-class housewife, however, has no 
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problem of domestic help. Nearly every middle-class family has 
one, if not two, maids living in. 

The few who are really rich provide a market for the many 
luxury trades that catch the eye, such as expensive restaurants and 
cake shops. There is little direct taxation, but heavy indirect 
taxation in the form of luxury taxes on hotels, restaurants, and 
patisseries. ‘he reason that Spain today provides a superficial air 
of prosperity to the casual visitor is probably to be found in the 
growth of her light industries, manufacturing a wide variety of 
goods, particularly textiles, which fill the shop windows. There are 
at present few goods in the shops that are not of Spanish origin. 
Prices have, however, been so high that producers are now com- 
plaining of a buyers’ strike, and meanwhile some of the root causes 
of the present diseased state of Spain’s economy remain. 

These include a desperate shortage of rolling-stock and railway 
sleepers, which threatens a break-down of her transport system; a 
shortage of machinery for her industry and of fertilizers for 
agriculture, which is her main industry; the over-centralization 
of her corporative system; the elaborate system of Customs 
between the provinces and outside large towns; the vast 
bureaucracies and the unbridled corruption that is thus en- 
couraged; the enormous armed forces; and, last but by no means 
least, the lack of any means of ventilating grievances and 
criticism. There has been little replacement of rolling-stock on the 
main line railways since 1936. Owing to the shortage of timber, 
formerly imported from Sweden, it has not been possible to 
renew worn-out sleepers, with the result that the track is con- 
stantly deteriorating and accidents, few of which are reported in 
the newspapers, are numerous. Business men complain that in- 
dustrial machinery is worn out, and that it is practically impossible 
to get replacements. Two industrial concerns in which the State- 

vned Instituto Nacional de Industria has a controlling interest 
have encountered similar difficulties in obtaining machinery. 
The universal shortage of fertilizers has severely handicapped 
agricultural production. For example, production of wheat has 
dropped from 42,997 thousands of metric quintals in 1935 to just 
under 28,000 thousands of metric quintals in 1944.” In the case of 
vheat, however, the controlled price offered by the State to 

\ factory for artificial silk at Torrelavega (Santander), called S.N.1.A.C.E., 

3s started with Italian help, but had only reached the first stage of production 
hen Italy came out of the war. Another, the F.E.F.A.S.A., at Miranda de 


, was being built with German aid, but was never completed. Even the 
State has found it impossible to obtain the machinery needed to bring them into 
production 

ario Estadistico de Espafia, 1946-47, Tomo I. In 1945 only 16,768 
isands of metric quintals were produced, but this was a year of disastrous 
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growers is so low that a great many farmers have changed to more 
profitable crops. Others have withheld supplies for the black 
market. France, under the terms of the agreement recently con- 
cluded, is to send phosphates to Spain, but the amount involved 
will be insufficient to meet Spanish needs. Before the war Spain 
was almost self-sufficient in wheat,' but with the steady rise in the 
population, which increased by 2,300,000 between 1930 and 1940, 
and with shortage of fertilizers, there seems little immediate pros- 
pect of her being independent of imports. 

The Sindicatos are the subject of universal criticism, even 
among Franco’s supporters. In accordance with the theory of the 
corporate State, each industry is run by a Sindicato with head- 
quarters in Madrid. Such is the degree of centralization that cases 
have occurred where shortages that could have been remedied by a 
neighbouring province have had to be referred to Madrid and the 
commodity itself sent via the capital. The Sindicatos are respon- 
sible for the distribution of raw materials to the industries for 
which they are concerned, and the power thus given them is an 
open invitation to corruption. The Sindicato responsible for 
olive oil, a vital item in the Spanish diet, has recently been the 
target for much criticism. There has been an acute shortage of 
olive oil throughout the country, but during the last two seasons 
there have been bumper crops of olives. Last year’s crop has not 
yet been disposed of and is still in store in the olive-growing area 
round Jaen, and meanwhile there is nowhere to put this year’s 
crop, which will spoil for lack of storage space. It is generally 
believed in Madrid that the Sindicato is unwilling to distribute 
the oil because its officials have been profiting by the scarcity 
and making fortunes selling it on the black market. The same is | 
true of the Sindicato responsible for the meat industry. Owing to | 
the mild weather an unusually large number of cattle survived the 
winter, but instead of there being a glut of meat this spring, it was 
practically unobtainable in Madrid.” 

The free circulation of food is further impeded by an archaic 
system which makes it necessary to obtain a permit before any 
rationed food can be moved from one province to another or into 
large towns. If a man living in Madrid were to visit his family in 


1 Between 1934 and 1938 imports of wheat exceeded exports by an average of 
4°1 thousand quintals, but this was off-set by an average net export during the 
same period of 3:9 thousand quintals of wheat flour. See International Year 
Book of Agricultural Statistics, 1941-42 to 1945-46, Vol. II, 1947. 


2 At the height of the meat shortage in Madrid one butcher had a notice in 
his window offering meat to members of the Corps Diplomatique. Closer 
inquiry proved that he was only willing to sell to Argentine or other Latin- 
American diplomats, and not to British, United States, or other ‘democratic’ 
countries. The inquirer replied: ‘Ah, I see yours is “‘political’’ meat.’ 
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the country he would not be allowed to bring back with him to 
Madrid a sack of potatoes without first obtaining a permit. All 
cars (save Service and official ones), buses, and trains are searched. 
This system creates yet another hoard of bureaucrats. The pages 
of the Madrid telephone directory reveal the extent of the bureau- 
cracy that the nation has to support, and the multiplicity of Gov- 
ernment offices, each with a different address, occupies columns. 
Judging from complaints that one hears on every side, particularly 
from business men—and from personal experience—bureaucracy 
and corruption have indeed run riot. 

For a country at peace, which has been impoverished by a 
civil war, the burden of the Armed Forces is enormous. The Army 
alone was allotted a fifth of the entire national Budget for 1948, 
while the three Services and the police together accounted for 
nearly half the total of the Budget. The Armed Forces occupy a 
privileged position, since the officers have special rations and each 
of the Services has stores where goods, elsewhere in short supply, 
can be bought in plenty and at low price. These stores are one of 
the principal sources of black market supplies, and provide the 
Services with an extremely lucrative occupation. Another import- 
ant privilege held by the Armed Forces is that, already referred to, 
of being able to circulate freely, unhampered by permits, through- 
out the country. One young man said that, when on leave during 
his period of military service, he and some friends had taken an 
\rmy lorry down to Jaen, where olive oil was selling at four 
pesetas a litre, stocked up their lorry and driven it up to Bilbao in 
the north, where they sold the olive oil at 100 pesetas a litre. A 
most profitable undertaking, with transport provided at Govern- 
ment expense! ‘The Army, incidentally, has access to unlimited 
supplies of petrol, while the civilian population is severely 
rationed and no private cars are allowed on the road on Sundays. 

The fact that there is no means of ventilating criticism of any 
kind, either in the press or in Parliament, means the total lack of 
any safety-valve and discontent is thus forced to simmer below the 
surface. ‘The censorship of the press is very close. Papers that have 
had passages censored are not allowed to leave blank spaces. 
Control is exercized principally by withholding paper supplies, 
although some editors have been removed at the direct instance 
of the Ministry of the Press. One Barcelona paper, which during 
a visit of Franco to the city published photographs of Barcelona’s 
flower-beds instead of the Generalissimo, had supplies of paper 
withheld and was later provided with laudatory articles about 
Franco which it was ordered to publish. Foreign correspondents 
are carefully vetted and only those who it is thought will report 


See Boletin Oficial del Estado, No. 363, 29 December 1947. 
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favourably on the régime are provided with press cards, without 
which no correspondent can cable to his paper. The stultifying 
effect of the censorship is apparent in the complete dearth of 
contemporary literary works of any value. Any realistic comment 
on the economic situation is also strongly discouraged. Even a 
book published by an official body (La Renta Nacional de Espaiia, 
Vols. I and II: Consejo de Economia Nacional, 1947), which con- 
tained more information than is usual on the national income, is 
evidently considered dangerous. It has disappeared from Madrid 
bookshops, and a Spaniard who made direct application to the 
official body which had published it was told that it could only be 
given to those considered politically reliable, and he was not of 
this select band. The only means of remedying a grievance at 
present open to the ordinary individual is to ‘know some one in 
the Ministry’. Those not so fortunate must suffer in silence. 

It does not, however, follow that because there is discontent 
with the régime there necessarily exists an effective opposition. 
The one factor common to almost all Spaniards today is fear of 
another civil war and of Communism. It would be difficult to 
exaggerate the effect that the Civil War has had, and one of its 
most interesting manifestations is the wide spread conviction, 
even among the liberally-minded, that Spaniards have need of a 
strong hand. Only the Communists are prepared to risk civil war, 
and they appear to be a very small minority, although their number 
is reported to be growing. 

All active opposition is termed Communism by the authorities. 
Because there are no constitutional means of opposition, those with 
the courage of their convictions are being driven towards Com- 
munism as the only effective outlet for their activities. Extreme 
disillusionment with the Western Powers has also encouraged 
them to look to Russia. 

Guerrilla activity exists in the mountainous districts, particu- 
larly in the north. Occasionally descents are made into villages, 
and a Guardia Civil is killed’; a bank is robbed; cars are held up, 
or a goods train on a side-line burnt; but this form of resistance 
amounts to little more than pin-pricks. Active opposition is 
ruthlessly dealt with by an efficient police, and few are prepared to 
take action that may cost them their lives within forty-eight 
hours.? Even such minor offences as organizing an opposition 
students’ union are punished with sentences of up to thirty years’ 


1 For any one joining a guerrilla band there is no going back. The new recruit 
is at once sent on a mission to kill some one, and care is taken that the police 
should know who was responsible for the crime. 


2 Political trials are held before Military Courts, as the ‘state of war’ in Spain 
has never been declared at an end. 
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imprisonment.! Mere verbal opposition is recognized as harmless, 
and ordinary people talk freely enough in cafés and other public 
places. But talk can be considered dangerous if the speaker is of 
sufficient standing, and the leading monarchist General, Kindelan, 
is now under arrest for having criticized Franco at a private 
meeting in Madrid. 

While there is widespread passive support for the monarchy 
among those who oppose the régime—even among Liberals and 
Socialists, who regard it as a possible step towards more liberal 
conditions—not even the most ardent of monarchists is prepared 
to take active steps to instal Don Juan in Spain.* Meanwhile 
negotiations between Franco and Don Juan have completely 
broken down. Franco at present feels himself so strong politically 
that he will only accept a restoration of the monarchy on terms 
that would be totally unacceptable to Don Juan.*® The monarchists 
themselves are very much divided. When reports reached Madrid 
that negotiations had taken place between the Socialist leader 
Prieto and Gil Robles, Don Juan’s political adviser, the reaction 
among Right Wing monarchists was so violent that Robles was 
forced to issue a denial that the negotiations had taken place.* 
The Army, although traditionally monarchist, has every reason to 
support Franco, since it has so strong a vested interest in the 
régime. If some 15 per cent of the senior officers would like to see 
a return of the monarchy, the other 85 per cent have no wish to see 
any change. It is now seventeen years since the monarchy came to 
an end in Spain, and it no longer commands the same loyalty as 


These long political sentences are in practice often much reduced. The 
soner is released on condition that he reports himself weekly to the police, 
ially for a year. But the fact of having been in prison makes it practically 
mpossible for him to get a job. Conditions of political prisoners have however 
mproved very considerably owing to the fact that there is now less over-crowd- 
On arrest, the political prisoner is taken to the Ministerio de Gobernacion in 
the Puerta del Sol, where he is held incommunicado. It is here that pressure of 
irying degree is exercized. Beatings up and torture are reported to be less 
frequent than formerly. The prisoner is then sent to one of the ordinary prisons, 
here for twenty days he is kept with thieves and other criminals. At the end of 
that time he is segregated and kept with political prisoners until his trial. Food 
an be sent in daily, and the prisoner may be visited by three members of his 
mily twice a week. Letters may also be exchanged with his family. 
General Kindelan is reported to have been asked recently whether he was 
epared to take action against the Franco régime in order to bring Don Juan 
Spain as King. He replied: ‘No.’ He was not prepared to risk bloodshed and 


Franco’s latest efforts had been unsuccessfully directed towards persuading 
Juan to allow his eldest son, the young Prince of the Asturias, to return to 
as King. 


negotiations, which took place in October 1947, broke down on the 
» whether a plebiscite on the monarchy should be held before or after 
Juan’s return. Looked at from Madrid, the point is in any case an academic 
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formerly. If, however, Franco were to die, it is probable that Don 
Juan would be asked by the Army to return to Spain as King. 

The Liberals and Socialists are hopelessly divided and dis- 
organized. ‘The Democratic Alliance, which was supposed to unite 
all opposition groups, seems to be totally ineffective. It is run by 
the Socialists and the Anarcho-Syndicalist trade union, the C.N.T. 
(Confederacién Nacional de Trabajo), who wished to exclude the 
Communists. The Socialists say that the Communists spend as 
much time fighting them as they do in opposing the Franco régime, 
and instances are quoted where information gratuitously given to 
the authorities by the Communists has led to the imprisonment of 
Socialists. The opposition groups are bitterly disillusioned by 
what they regard as their betrayal by Great Britain! and the 
United States. Attacks on Franco made in B.B.C. programmes to 
Spain before the end of the war were interpreted as implied 
promises of help. All are convinced that had a few planes been 
sent over Madrid when the war ended, Franco was at that time 
in such a state of nerves that he could have been removed without 
difficulty. Now it is too late; he is stronger than he has ever been, 
and they are quite helpless to oppose him. Direct intervention by 
the Powers outside Spain would be the only method of getting rid 
of him. There appear to be no feelings among opponents of the 
régime that direct intervention from outside would be injurious 
to Spanish pride—a subject about which so much is heard in 
England. But the fear was expressed that such intervention might 
precipitate civil war. As far as people in Spain are concerned the 
Republican Government in exile might not exist. No interest is 
taken in its activities, even by Socialists, except to criticize its 
spending of Spain’s gold. The only politician in exile who com- 
mands respect is Prieto, and he is not a member of the Republican 
Government. In any case, Spaniards are at present sick and tired 
of politics, and among the older generation who oppose the 
régime there is a great weariness of spirit. 

Although individual bishops and priests may be critical, the 
Church as a whole appears to support Franco, to judge from the 
many pastoral letters issued at the time of the referendum on the 
Succession Law. The Church has undoubtedly greatly increased 
its influence under Franco’s rule, and is likely to continue to do so, 
since it has been allowed a free hand in education. Where pre- 
viously church services were principally attended by women, it is 
now noticeable that men also go in large numbers. 

The younger generation, brought up under the régime, 1s 





1 Another criticism levelled against Britain is that while Mr Bevin has said 
‘I detest Franco’, the United Kingdom nevertheless continues to trade with 
Spain. 
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totally uninterested in politics, and knows no other loyalty than to 
Franco. These people have no conception of what democracy 
means or what it is that they are missing. It is now some twelve 
years since the Republic held effective control, and, with the 
occasional exception of children coming from liberal-minded 
homes, the new generation can be counted among Franco’s 
supporters. University students, who are forced to belong to the 
Falangist students’ union, the S.E.U., are sheep-like in their 
behaviour. When called out to a demonstration by the S.E.U. 
leader, although inclined to jeer at him, they shrug their shoulders 
and do as they are told.1 Weekly political instruction in Falangist 
principles is compulsory, and while boys have to undertake mili- 
tary service, girls have also to do six months of some form of 
national service before they are granted the diploma without which 
it is not possible to get a job or to leave the country. 

Although, in order to get a job, it is necessary to belong to the 
Falangist Party and membership is therefore fairly universal, the 
old guard of the Falange is at present out of favour, and the 
effective members of the party have lost ground to the Army, which 
now has complete control. The old guard of the party still retains 
its ideas of social reform, and the Falange is responsible for the 
Auxilio Social, which sponsors various social enterprises, such as 
feeding centres for pregnant and nursing mothers, babies’ clinics, 
nursery schools, etc. The Falange also runs its own schools, which 
range from nursery to technical schools. Real efforts are being 
made to provide the best material conditions possible, while the 
aim is naturally also to turn out good Falangists. In Barcelona the 
Falangist Youth Group recently put up posters denouncing as 
‘the new Communists’ the rich who made money on the black 
market at the expense of the poor. The party does in fact serve the 
purpose of a ‘ginger’ group to the régime on matters of the 
workers’ interests and of social reform. 

It is clear that Franco has at present little to fear from political 
)pposition inside Spain; his principal worry is his very shaky 

onomic position. The agreements recently concluded with both 
France and Britain have helped to strengthen him, while the 
Franco-Perén protocol, which was hurriedly signed for political 
reasons in order to offset Spain’s failure to obtain Marshall aid, 








\ questionnaire was recently circulated by the Instituto Nacional de 
t a to students of Madrid University, who are expected, though not 
d, to reply. It contains over a hundred most searching questions, 
‘How much time do you devote a week to religious practices? What 
ns have you with the opposite sex and how much time do you devote to 
Have you friends in the Army or in the Church? In which branch of the 
uld you wish to serve in time of war? and How much money do you 
your vices?’ 
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has been much criticized. By this agreement, in return for the 
short-term advantage of deliveries of wheat and meat to Spain, 
Argentina is to be allowed free ports, not only in Cadiz, but in 
Barcelona and possibly other ports as well. She is, moreover, to 
invest the repayment of her loan to Spain in Spanish industry, 
all of which will give Argentina both a foothold on Spanish soil and 
a tentacle-hold in Spanish industry. The fact remains that Argen- 
tina is not in a position to supply Spain with the type of goods her 
economy most needs, i.e. rolling-stock, machinery, and fertilizers. 
These can only be acquired through Marshall aid. Although it 
seems probable that this could be obtained on certain conditions, 
Franco is not for the present prepared to compromise in any way. 
He is hoping that the possible election of a Republican President 
in the autumn may bring a change of United States policy to- 
wards his régime, at any rate to the extent of a private loan. Mean- 
while, he is pursuing more keenly than ever his policy of ‘Hispani- 
dad’, or closer relations with Spanish-speaking countries, as a 
counter-blast to Western Union and the Marshall Plan. The result 
of the Italian elections upset Franco’s plans. He had hoped that 
the Communists would win them, and that as a result he would 
find himself courted by the United States and given Marshall aid 
without conditions. Moreover, the threat of Communism is the 
breath of life to his régime and his chief weapon of propaganda.' If 
the Communist menace in Europe were to recede and stability 
instead to be ensured, it would constitute the greatest threat to 
Franco’s régime, since his main raison d’ étre would have vanished. 
Meanwhile, with a few exceptions, the present mood in Spain 
among Franco’s opponents is to accept the devil they know rather 
than the devil they don’t know (or perhaps know too well). 
D. K. M. K. 


RECONSTRUCTION IN JAPAN 
A CHEQUERED OUTLOOK 


APANESE living standards are . . . extremely depressed, and 
industry still only in the first stages of recovery.’ This was 

the general verdict of a study of the economic condition of Japan 
one year after the end of the war.? Today, after the lapse of a 
further eighteen months, there is all too little reason to modify 


1'To read the Spanish press, one might sometimes imagine that nothing 
occurred throughout the world except sinister activities by Communists. 
® ‘Japan’s Economy in Transition’, in The World Today, October 1946. 
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that general statement. The intervening period has seen such 
definite progress, in some directions, as to induce in some observ- 
ers a notable optimism regarding the future. At the same time, 
however, the inherent difficulties of the post-war situation have 
persisted, largely unchanged in kind and in degree; and these 
difficulties have caused most people, in Japan and elsewhere, to 
view the immediate prospects with anxiety rather than elation. 
It is necessary to begin by realizing how low is the present 
level of economic activity in Japan, and how great the practical 
difficulties. An exact index is furnished by the official figures for 
the volume of manufacturing output. The monthly average for all 
factory industries was, in the latter part of 1945 and the beginning 
of 1946, barely 10 per cent of the 1930-34 average; in the second 
half of 1946 and the first months of 1947 it advanced to slightly 
over 20 per cent; in the last three quarters of 1947 and the begin- 
ning of 1948 it was higher, keeping somewhat above the 30 per 
cent mark. The period 1930 to 1934 is officially, for such general 
purposes as the calculation of reparations, a rough ‘yard-stick’ of 
pre-war normality, but the validity of this basis of comparison is 
wate questioned, particularly on the grounds that there has since 
been a 20 per cent increase in population, and that production rose 
considerably in subsequent years (though largely for war purposes). 
otal output doubled between 1934 and 1941, declining there- 
after, so that the level of industrial operations early in 1948 
represents only some 17 per cent of what it was immediately 
before the Pacific War. Mining is in much better case, so far as the 
index figures go: mineral output at the beginning of 1946 was at 
about 50 per cent of the 1930-34 figure, and rose fairly steadily 
int a it passed 100 per cent at the beginning of 1948. An ‘overall’ 
ire of industrial activity is frequently quoted which, by includ- 
ing mining together with factory work, shows figures of between 
40 and 50 per cent of the 1930-34 average during the last year, 
hus obscuring the real weakness of the industrial sector. 
There are various reasons for this weakness. In Japan, as else- 
pe ie war brought about a distortion of the economic structure, 
ith activities normal to peace-time being suppressed or converted 
to warlike purposes. Capital equipment generally was ‘run down’ 
”y ruthlessly intensive use and lack of proper replacements. The 
ndirect effects of warfare caused a general famine of raw materials; 
he direct effect brought wholesale destruction of capital, and of 
amenities, such as housing, which help to maintain the labour 
ower of the people. To these must be added all the elements of 
nternal demoralization and disorganization—black-marketing, 
nflation, labour troubles, the break-up of the zazbatsu (the financial 
and industrial combines on which the Japanese economy largely 
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depended for organization, initiative, and ‘know-how’), a cumber- 
some and obstructive bureaucracy, and the repatriation of some 
millions of overseas Japanese as displaced persons. Further 
superimposed are what may be called the external causes of 
anxiety—uncertainty of Japan’s position in the strategic conflict 
between Russia and America, fear as to what may be taken from 
Japan as reparations, speculation on the future course of American 
policy and sentiment, grave social clashes at home or near at hand 
in Korea and China, and temporary cessation of foreign trade and 
uncertainty as to future markets. Generally speaking, it is the 
economic considerations that are uppermost in the minds of the 
Japanese, though they may also be expressed in political terms. 

Fuel and transport are the immediate and major practical 
difficulties. The condition of the mines had greatly deteriorated, 
and since March 1947 there has been a re-equipment programme 
giving them special priority. Statistics show that coal output has 
recovered to the 1932 level, but the statement masks the facts of 
low efficiency and poor quality. The proportion of underground 
workers to surfacemen has strikingly declined, the output per 
worker is a fraction of what it was before the war, and the quality 
of the coal is so low that its calorific value is half the pre-war. 
The output of electricity from coal-burning plants is accordingly 
only a small proportion of the pre-war amount; hydro-electric 
power, on the other hand, is as plentiful as it has ever been, but 
the plants are in poor condition and there are recurrent crises 
attributable not only to seasons of drought but also to the worn 
state of the equipment. 

If official figures show that railway haulage capacity has 
recovered to the pre-war figures, the statement must similarly be 
qualified by adding that efficiency is much lower: 30 per cent of the 
locomotives are over age, it takes five days to turn a freight car 
round compared with two and a half before the war, track and 
stock need replacement, accidents are numerous, passenger con- 
ditions appalling. Under such conditions the actual performance, 
the carrying of some 70 per cent of the pre-war volume of freight, 
is creditable, but involves heavy strain. 

Next to these practical difficulties, and the absolute shortage 
of raw materials of every kind, there is a wide preoccupation in 
Japan with the problem of controls. Japan’s war-time system was a 
controlled economy of a special and complicated kind. With an 
ancient tradition of State paternalism and bureaucracy were 
successively combined forms of monopoly capitalism, militarist 
totalitarianism, and now some notions of what in America is 
called economic democracy. The old control system had 
thoroughly broken down before Japan’s surrender; but Japan 
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remains of necessity a land of controls. Recent legislation has made 
controls more important, as well as more numerous. A plan for an 
Economic Stabilization Board was advanced by the Japanese 
Government in April 1946, and the Board was created in the 
following August. It was to stimulate the basic industries by a 
policy of priorities and price subsidies. It was at first ineffective, 
and the Supreme Commander for the Allied Powers had to direct 
the Japanese Government in clear terms to enforce allocations, 
rations, and controls. The policy of special stimulation for the 
basic industries was continued by establishing a Reconstruction 
Finance Bank. During 1947 a score of economic enactments were 
passed by the Diet, the effect of which was to codify the measures 
for breaking up the big combines and monopolies, to continue the 
process of breaking up the larger landholdings, to promote agrarian 
co-operation, to establish a system of unemployment insurance, 
and to rationalize a number of administrative processes. There is 
much of the spirit and methods of State planning in the general 
programme of national rehabilitation of which all this is a part. 

The machinery of enforcement is extensive and important, 
since it has to compete with black markets such as that in rice. 
Government returns showed the acreage under rice in 1947 to be 
11 per cent less than in 1941, but the Ministry of Agriculture had 
good reason to suppose that farmers had understated their 
acreages by the same percentage in their returns. Crops in 1947 
were somewhere near pre-war levels, but distribution was far 
from satisfactory. A Tokyo police report is quoted? as stating that 
the average family spent 70 per cent of its income in the black 
market, and that 30 per cent of all food supplies went through the 
black market. Official returns and business journals quote two 
sets of prices for every kind of goods, the ‘regular’ and the ‘black’. 
To counteract this, there is a complicated system of permits and 
punishments, giving much work to officials and police. 

Another factor which has aroused optimism is the slackening of 
the inflation, which still continues but is described as having in 
the last eighteen months changed pace ‘from a gallop to a steady 
trot’. Some of the credit for this is due to controls, some to the 
rising confidence engendered by the known probity of the Allied 
supervision. Most people are conscious, however, of the funda- 
mental unsoundness of the situation and realize that present 
viability and future prospects depend more than ever on ‘overseas 
influences’—access to raw materials and markets, and the nature 
of the treatment Japan is to receive from the Allies. 

Under the last heading the reparations question is a main issue, 
ind is still not finally settled. The Pauley proposals, made in a 

‘In The Economist, 17 January 1948. 
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report of 1 April 1946, certainly interpreted rather strictly the 
ruling that Japan should be permitted the scale of economy she 
had in 1930-34; some thought they were so restrictive as to 
endanger viability. In July-August 1947 the Far Eastern Com- 
mission made rulings which clarified the situation: all equipment 
for the direct manufacture of arms, and such of the rest of 
‘primary’ or direct war-capacity and of ‘secondary’ or ‘war- 
supporting’ industry as is in excess of peace-time needs, is to be 
removed or scrapped. Definitions of these categories were given. 
The general view at that time on the ‘level of industry’ question 
may perhaps be summarized as an adherence to the 1930-34 
‘yard-stick’, modified by a growing realization that the amount of 
industrial equipment Japan needed to reach that level had hither- 
to been underestimated, and that a policy of selective encourage- 
ment to basic industries was necessary. 

So far, most of the difficulties and uncertainties discussed above 
seem to have borne most heavily on the big plants and larger-scale 
organizations. The large units were of course principally to be 
found among the war-purpose industries and were first in line for 
dismantling or removal as reparations. They contained the most 
modern, specialized, and rationalized equipment—the less adapt- 
able, on that account, to changed circumstances. They repre- 
sented the main domain of the zazbatsu; the extensive ‘liquidation’ 
of the latter, and the decentralization of economic power, have 
been vigorously implemented, and the dislocation in the sector 
concerned, hard as it is to assess, was certainly considerable. The 
larger industrial units were also the big users of fuel and power, 
supplies of which have been so unsatisfactory since the war. 

The small-scale enterprises, so numerous in Japan, are less 
liable to these handicaps. They were not subject to reparations, 
their personnel were not zaibatsu, labour was more important to 
them than capital, they had great scope for improvization. For 
one or all of these reasons it appeared at first that small-scale 
industry would recover more easily and rapidly than large-scale 
industry, post-war conditions being, perhaps, relatively less 
adverse to the former than before the war. ‘There was in the first 
post-war period a notable amount of reconstruction, and even 
expansion, on a petty scale. It soon became evident, however, that 
this was not the whole picture. In the cities, bombing seems to 
have affected small workshops more adversely than large factories; 
in ‘Tokyo—an extreme case—7o per cent of the capacity of small 
plants was destroyed, against only 20 per cent of that of large 
works.! The argument that the small industries would be less 


1 Edwin P. Reubens, in Quarterly Journal of Economics, August 1947. 
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affected by the liquidation of the big firms is also subject to 
qualification; though not staffed by zatbatsu men, these workshops 
were greatly dependent on the zatbatsu organizations which knitted 
them into a coherent and effective pattern. The great success of 
small industries in Japan was in large part due to their relations 
with the monopolist organizations, which furnished the funds and 
raw materials, the outlet for their products, and all the planning 
and co-ordination without which this system could not have been 
effective. 

These conflicting considerations make it difficult to pass judg- 
ment on the complex issue of the ‘liquidation of the zaibatsu’. This 
is crucial to an assessment of Japan’s economic future, for a great 
deal depends on what kind of economic structure emerges, and on 
its efficiency. The events of the last two years have told in favour of 
the zaibatsu, and the policy of deliberate priority for the key or 
basic industries—‘producer goods quickly, consumer goods 
later’—naturally favours the big units. Very broadly speaking, it 
may be said that the outcome of the ‘zazbatsu liquidation’ has been 
as follows: the men at the top were at once eliminated and were 
succeeded by their ‘lieutenants’. The purge was extended to these 
senior and middle ranks, to some extent, but was then checked, 
from the motives mentioned above. 

This was but one aspect of a change of attitude which has 
implications of a much wider kind. In the circumstances of the 
war the natural expectation had been that American post-war 
policy in the Far East would have been based mainly on building 
up the ally China and keeping under rigid control the aggressor 
Japan. In 1947 disillusionment with China grew, in the minds of 
many Americans, to the point of despair and even revulsion of 
feeling; the idea spread that ‘investment’ in Japan would be a 
more effective policy, particularly as the Japanese seemed to be 
behaving well, and assimilating the elements of democracy with 
astonishing rapidity. The Supreme Commander repeatedly testi- 
fied to that effect, and spoke of the Occupation coming to an end 
in a year or so. The argument from self-interest was also well 

develope d, in the same direction, by those who felt strongly that 
he exaction of reparations was impractical or unremunerative, and 
those who resented the enormous cost to the American taxpayer of 
the feeding and occupation of Japan and urged that Japan be made 
to ‘pay her way’ as soon as possible. A third line of argument was 
that the welfare, not only of Japan and of America, but of the rest 
f the world also, depended upon the indusirial rehabilitation of 
Japan. Mr Dean Acheson, as Under-Secretary of State, asserted 
over a year ago that the United States ‘must push ahead with the 
truction of those two great workshops of Europe and Asia— 
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Germany and Japan, upon which the ultimate recovery of the two 
continents so largely depends’. 

During the early part of 1948 there have been several striking 
developments in this connection. There has been much discussion 
of a comprehensive rehabilitation plan for Japan, under which the 
U.S. Army would ask Congress for $500 million for the 1948-49 
fiscal year, of which $300 million would be for food and clothing 
and $200 million for raw materials and machinery or parts. 
Financial experts were to visit Japan in the early spring to consider 
problems of establishing exchange rates, reopening stock exchanges, 
and encouraging American investment in Japan. 

In March 1948 there was the report of Overseas Consultants, 
Inc., which had been called in by the Army authorities to assess the 
problem of Japan. This was closely followed, in April, by the 
report of a party of industrialists headed by Mr Draper. One of the 
members of this party, Mr Hoffman, was subsequently appointed 
head of E.C.A., and it may be remarked that the Draper Report 
has much of the spirit of the Marshall Plan, developing the idea 
that the United States should ‘spend for recovery’ in Japan. 

Overseas Consultants stress that Japan is in effect now stripped 
of war capacity; without control over the sources of raw materials 
she cannot revert to aggressive courses. It is better to have Japan 
industrialized and earning her living, than impoverished, embit- 
tered, unscrupulous. To restore even the 1930-34 level, Japan 
needs more capacity than she has at present, not less; but the 1930- 
34 level is really too low, considering that the population has 
increased some 30 per cent since 1930 and that Japan is more 
dependent on industry than in 1930, because a larger proportion 
of the population now lives in the towns. The U.S. case to the Far 
Eastern Commission was, in 1947, that there were twenty-one 
categories of war industry in Japan in which capacity should be 
reduced—notably, perhaps, iron and steel, machine tools, and 
shipping. Overseas Consultants would leave these intact, and even 
such facilities as the manufacture of ball-bearings; they postulate 
only five, instead of twenty-one, condemned categories—nitric 
acid, synthetic rubber, shipbuilding, aluminium, and magnesium. 
The Draper Report seems more inclined to keep the 1930-34 
measuring rod, but suggests that the F.E.C. has tended to under- 
estimate the amount of industrial equipment Japan would need to 
recover her 1930-34 standing. These conclusions have not had 
Governmental endorsement, but high officials have since spoken in 
terms not dissimilar. 

At the moment of writing the E.C.A. appropriations are still 
under discussion; the U.S. Foreign Aid Appropriations Bill is an 

1 Washington Post, 9 May 1947. 
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‘omnibus’ enactment permitting drawings not only for the Euro- 
pean Recovery Programme, but also for economic rehabilitation in 
Japan, Korea, and the Loochoo Islands; the amount under the 
latter heading is now given as over $400 million. All this is a far 
call from what was said and thought in the early days of the 
Occupation; the Pauley Report, for example, considered the 
Japanese economy ‘top heavy’ and ‘incapable of operating 
efficiently except when geared to making war or prepared for war’. 

Meanwhile, informed public opinion must consider the very 
wide and interesting implications of the situation. World market 
conditions are extremely disturbed and uncertain; Japan must 
operate in conditions of trade that are very different from those of 
the past. Her Empire is no more; no longer will Korea, Formosa, 
Manchuria, or other areas have economies artificially constructed 
to suit Japan’s interests. In the rise of modern Japan, at the 
beginning of this century, foreign loans played an important part; 
this process may be repeated. Before the war ‘invisible exports’ 
were an important item in Japan’s income; now she may be 
deprived of a merchant marine and other facilities of the kind. 
What are the prospects of developing the vast potential wealth of 
Asia, out of the present poverty and chaos? In the economic field 
alone, the questions that arise are innumerable and portentous, if a 
long-term view is taken. 

In the shorter term, however, the issue may be considered more 
simply in terms of the immediate prospects of Japan’s export trade. 
Since August 1947 arrangements have been made to open private 
channels of trade. These are still restricted, but Japan’s foreign 
trade nevertheless showed a marked revival in 1947, and particular 
significance is attached to the fact that it has already shown a 
tendency to resume broadly its pre-war characteristics. There is 
again the adverse visible balance of trade (1947 imports $440 
million, exports $270 million). ‘Textiles are again the export main- 
stay (55 per cent of the value of all exports in 1947, against 45 per 
cent in 1936) followed by machinery and metals (8 per cent in 
1947, against 18 per cent in 1936), and the ‘miscellaneous goods’ 
category (g per cent, against 16 per cent in 1936). The textile 
ndustry is to work full capacity in 1948; even so, it is expected that 

e machinery and ‘sundry goods’ categories will make such pro- 
gress as to recover in 1948 their 1936 percentages of total exports. 
‘he main import categories in 1947 were food (48 per cent), fuel 

ibout 19 per cent), raw cotton (13 per cent), and fertilizers 
10 per cent). The distribution of exports in 1947 also strikingly 

flected the pre-war pattern (Asia 67 per cent, against 51 per 
cent in 1936; North America 17 per cent, against 24 per cent; 
“urope 10 per cent, against 11 per cent), but 1947 imports show 
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no less than 88 per cent from North America (31 per cent in 1936), 
only g per cent from Asia (38 per cent in 1936), and hardly any 
from Europe (12 per cent in 1936). 

Japan, while decisively prevented from making war, must be 
allowed an honest livelihood, but not allowed to compete unfairly 
in foreign markets. All the nations are agreed on this general 
formula for the peace, but each stresses a different part of that 
formula; the U.S.A. attaches primary importance to economic 
restriction, while the Asiatic and Pacific countries consider 
security first, and Britain has fears of unfair Japanese trade com- 
petition. At present this anxiety affects mainly the textile industries. 
The situation today of the Japanese textile industry is broadly as 
follows. Cotton spinning capacity at the end of the war was 2-7 
million spindles, or about 20 per cent of pre-war. Cotton yarn 
production was in 1946 only about 11 per cent of the 1930-34 
level, but 1947 output was double 1946. The production of cotton 
fabrics increased correspondingly in 1947. Rayon and worsteds 
show the same proportions, in respect both of war-time reduction 
and post-war revival. The woollen yarn industry was not so heavily 
reduced during the war, retaining 60 per cent of its pre-war 
capacity, and its 1947 output was some 55 per cent of the 1930-34 
level. The capacity for spinning hemp and other fibres was, at the 
end of the war, 65 per cent of pre-war, and the 1947 output about 
30 per cent of the 1930-34 average. The cotton industry is con- 
sidered likely to make the greatest progress; its raw material 
difficulties have not been so great as those of other industries, and 
it has had ‘priority’ backing from the authorities. Difficulties of 
raw materials, fuel, and power are more severely felt in the 
branches of textile production other than cotton. It is said, how- 
ever, that in all the textile industries the drastic reduction enforced 
during the war was not an unmitigated disaster; the inferior plants 
were scrapped first, and the post-war re-equipment process may 
permit of rationalization and technical improvement. Japan will 
have, more than ever, to rely on ‘labour-intensive’ industries, 
such as the production of textiles and ‘sundry goods’. Labour 
power is, more than ever, the resource which is relatively plentiful 
in Japan, while her capital is reduced and impaired. But Japanese 
labour is less docile than it used to be—trade unionism has 
developed, wage demands are higher, and there has been a Social 
Democratic Government and a noisy Left-wing. 

The process of rehabilitation is, in fact, beset with great difh- 
culties, internal as well as external. 


E. S. K. 
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ICELAND 
ITS IMPORTANCE IN AN AIR AGE 


HE economic and ideological currents flowing today from 

the great nations of the world end in waves on very distant 
shores. ‘hese currents, and the impulses they create, may be 
noted from the Behring Straits to the Tasman Sea, from the 
Denmark Strait to the Weddell Sea. The modern air age has spelt 
the end of the safety which used to lie in the geographical remote- 
ness that once guaranteed peace and security to the peoples of the 
countries far distant from the centres of civilization. This change 
is well illustrated by the case of Iceland.’ Until recently enjoying 
the benefits, as also the disadvantages, of isolation, Iceland now 
finds herself regarded as one of the key points in world communica- 
tions and strategically one of the most important countries on the 
globe. 

There is a dearth of well-founded information about Iceland 
in the United Kingdom, and this is the more surprising in view of 
the fact that Bristol merchants were trading with the island in the 
fifteenth century, and British fishermen have been in and out of 
Icelandic ports and waters for hundreds of years. The first people 
to live in the island are believed to have come from Ireland at the 
beginning of the ninth century, but the bulk of the inhabitants are 
descendants of Norwegian settlers who landed there in 874 after 
fleeing from Norway from the tyrannical rule of King Harald 
Fairhair. In 930 the first Parliament, the Althing, was established 
m the great plain now known as Thingvellir, and except for the 
period 1800-45 this Parliament has continued to function for over 
a thousand years. So was founded the Icelandic Republic, and it 
continued until 1262 when, as a result of family feuds and fratri- 
cidal conflicts, the Icelanders appealed to the Norwegian Crown 
for a Treaty of Union, This period of the island’s history was 
stained with treachery and cruelty, paralleled by the era of mur- 
derous ambush and massacre known to the clansmen of the 
Scottish Highlands. 

The Treaty of Union, or Ancient Covenant, with Norway was 

oncluded in 1262, and under it the Icelanders recognized the 
Norwegian Crown as Supreme Overlord. This marked the end of 
the first phase in Iceland’s history and of its life as a free and 
ndependent republic. The period which followed is epitomized in 
the life, character, and work of the great native writer and historian, 


i, with an area of 64,300 square miles and a population of 132,800 
{ s 190 miles east of southern Greenland, 600 miles west of Norway, 
ules north-west of Scotland, and 260 miles north-west of the Faroe Islands. 
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Snorri Sturlason. He is famous for his great work, ‘Heimskringla’, 
on the Norwegian kings, and for his ‘Prose Edda’, a text-book for 
young poets in which he retold the stories of Odin, Baldur, and 
other pre-Christian gods and heroes. 

In 1380 the death of the Norwegian King Hakon VI resulted in 
a personal union between Norway and Denmark, but Iceland 
continued to be ruled by Norway and acknowledged the King of 
Denmark merely because he was also King of Norway. It was not 
until 1537 that Iceland came under Danish rule because, following 
on Norway’s refusal to recognize Christian III of Denmark as 
King of Norway, that King deprived Norway of most of her 
autonomous rights, including that of governing Iceland. In 1661 
the Danish Constitution was abolished and the Danish King 
became absolute ruler of Denmark and Norway. Thereupon, in 
1662, the Governor of Iceland induced his people to swear allegi- 
ance to the Danish King as absolute and hereditary ruler of Ice- 
land. From that date Icelandic independence continued to decline 
until, in 1800, the Althing was abolished. Early in the nineteenth 
century national consciousness reawakened and the struggle for 
independence began. As a consequence the Althing was re- [7 
established by King Christian VIII in 1843. In 1874 King Christian |” 
IX granted Iceland a democratic Constitution. Further improve- |— 
ments in that Constitution, from the Icelandic point of view, were |} 
made in 1903 and 1915 and culminated in 1918 in an ‘Act of |] 
Union’ by which Iceland was acknowledged to be a sovereign || 
State united to Denmark only by loyalty to the same king. From 
that date until 1940 Denmark handled all Iceland’s foreign affairs, 
in accordance with Iceland’s wishes, and provided a measure of 
protection to the country’s territorial waters, but in all other 
respects Iceland was an independent State, with a democratically 
elected Parliament. 

The Act of Union provided that after 1940 either party could 
request negotiations regarding Iceland’s future, and should no 
agreement be concluded within three years the Parliament of 
either country might, by a two-thirds majority, resolve that the 
Act be cancelled, subject to confirmation by a three-fourths 
majority in a plebiscite, three-quarters of the electorate voting. |” 

The Germans entered Denmark on 9 April 1940, thus making it | 
impossible for the King to discharge his duties as required under 
the Constitution of Iceland, or to protect the Icelandic fisheries, as 
provided under the Act of Union in 1918. Accordingly, the 
Althing decided, on 10 April, that Iceland should, ad interim, 
assume the conduct of all these affairs and that the Government 
should exercise the Royal power. On 17 May 1941 the Althing 
adopted a declaration that the country had acquired the right to 
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terminate the union with Denmark, since it had already had to 
assume control of its own affairs. It also stated that a renewal of 
the Act was not to be considered, but further declared that the 
present time was not opportune for the formal severance of the 
union. 

An Act was passed sanctioning the establishment of a Regency 
on 17 June 1941, and a Regent was duly elected by the Althing 
to exercise the power entrusted to the King of Denmark under the 
Constitution. Finally, in February 1944, the Althing proclaimed 
the abolition of the Union of 1918 and decided that this declaration 
should be put to a public vote for acceptance or rejection. This 
was done in May; 96-61 per cent of the electorate voted, and of the 
votes cast 97°35 per cent declared for abolition of the Union. The 
Althing unanimously confirmed this decision the following month. 
A new constitutional law for the establishment of a republic was 
passed by the Althing on 16 June 1944 by an overwhelming 
majority, and Iceland resumed her freedom after nearly seven 
centuries of foreign rule. 

The present Constitution of Iceland is based on three systems 
of thought and philosophy, and was first declared in 1874 to mark 
the millenium of the first arrival of settlers in Iceland. It is 
modelled on the American Declaration of Independence, the 
teachings of Montesquieu, and the French Declaration of the 
Rights of Man. The changes made in 1944 with the re-establish- 
ment of Iceland as a free Republic were very small, and were 
strictly confined to what was necessary to change a Kingdom into 
a Republic and transfer the power and authority vested in a King 
to a President. Enlightened thinkers in Iceland today agree that the 
Constitution is due for considerable revision to bring it into con- 
formity with modern thinking and with the aims and ideals of all 
free nations. They recognize the high importance of the establish- 
ment of greater security and a firmer guarantee of the rights of 
man. 

The very foundation of Iceland as a Republic in 930 A.D. was 
based on democratic ideals, and the motto of the new nation was 
the words of Ulfljot: “With law shall the land be built’—a striking 
thought in an age of violence, paganistic practises, and the law 
of the sword, axe, and blood-revenge.! Whilst it is true that the 
Icelanders first lost their independence through murderous feuds 
and the hosts of unscrupulous chiefs who were greedy for power 
and wealth, yet it must be recognized that these same people were, 
through their Althing meetings, struggling hard all the time to 


lhe first laws of Iceland were the “‘Ulfijots Law’’, said to be adapted from 
Norwegian Gulathings Law—as the majority of the settlers were Nor- 
gians.’ See Iceland, 1946, published by the National Bank of Iceland, 1947. 
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form, enunciate, stabilize, and develop a democratic way of life 
based on respect for the law. The ancient Althings failed as 
practical instruments because, like the League of Nations, in more 
recent times, the Althings passed laws but had no practical means 
of enforcing them. Whether that was done rested largely with the 
individual; he could enforce the law on his own behalf if he were 
courageous enough and possessed enough armed men. He could 
ignore it by the same means, and very often did if the decision 
went against him. 

In May 1940 British forces ‘invaded’ Iceland: in July 1941 the 
first contingents of Americans arrived. The British were invaders: 
the Americans came at the invitation of the Icelandic Government 
through the tripartite agreement between Great Britain, Iceland, 
and the United States. Under this agreement Iceland requested 
the United States to send armed forces to protect her, thus 
releasing British forces urgently needed in other theatres of war. 
This bold and far-seeing move of Mr Churchill’s on the one hand, 
and the significant action of President Roosevelt on the other, have 
never been accorded the recognition they deserve. Mr Roosevelt 
actually sent this American expedition to Iceland months before 
the United States was at war with the Axis Powers, and against the 
inclinations of large sections of American opinion. Mr Churchill, 
in his move a year earlier, forestalled what might well have been a 
major disaster. Few people in western Europe today, and certainly 
not the Icelanders themselves, pause to reflect what might have 
developed if Hitler had driven on, fresh and strong after his 
Norwegian triumph, into the Icelandic zone. The Icelanders 
could have done nothing to stop him, and it is probable that one of 
two things would have happened: either an early and crushing 
German victory in western Europe, or a struggle prolonged for 
many years, with greater ruin and disaster over a wider field, and 
with the odds still in Germany’s favour. The occupation of 
Iceland and domination of the surrounding zone would have cut 
the United Kingdom off almost entirely from the remaining free 
nations of the world. 

The activities of Churchill and Roosevelt in the Icelandic zone 
have hitherto gone unheralded; yet without the occupation of the 
area by the Allies the worst fury of war might have rolled across the 
Shetlands, the Orkneys, the Faroes, and on into Iceland and 
Greenland. Invasion forces might have fought in Caithness and the 
Hebrides; sea-battles might have taken place in the Moray Firth 
and the Inner Minch. There was a time when it was said that 
whosoever controlled Gibraltar controlied the Mediterranean; it is 
certainly true to say that whoever controls the Icelandic area 
dominates the sea and air approaches across the North Sea and 
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into Northern Europe, and has also the control of the sea and air 
approaches of the North Atlantic, to Great Britain, France, and 
the Iberian Peninsula. Iceland is truly a half-way house, a step- 
ping stone between the New World and the Old. Geographically 
it is almost equidistant between Moscow and Washington; and it is 
but five hours flying distance from the Lowlands of Scotland. It 
stands squarely astride the Polar air routes. 

The official occupation of Iceland lasted nearly six years. In 
certain respects it did not interfere with the Icelandic way of life. 
Subject to the security measures unavoidable in war, the island’s 
political, municipal, and social life went on in its accustomed 
manner. But the general impact of the war itself, and not the occu- 
pation alone, had a tremendous effect on Iceland in many ways. 
This effect was enhanced and exacerbated by the situation which 
had existed there immediately prior to the war, in 1938-39, and 
this situation deserves brief examination. 

Immediately before the war Iceland was in virtually a desperate 
economic position. She had a good deal of unemployment, her 
standard of life was low, she had foreign debts amounting to 
something like {2 million (a very large sum by Icelandic standards 
at that time), the housing shortage was serious, and her trade was 
at a disastrously low level. She has only one main product for 
export, and on such export her national income depends: if she 
does not catch and sell fish and fish products she loses the major 
part of her national income. For many years Spain and Italy had 
been her best customers, absorbing between them the greater part 
of her exports. The Spanish Civil War on the one hand, and 
Mussolini’s adventures on the other, brought Iceland close to 
complete ruin, for in the years between 1934 and 1939 she lost the 
greater part of her national income. The following table shows the 
decline in Icelandic trade with Spain and Italy. 


ICELAND’S EXPORTS TO SPAIN AND ITALY (in tons) 








To Spain To Italy 
5990 2—Ctis — wi Me i 33,000 17,000 
ae ia wi ma a 21,000 22,000 
[93m 0; oa bis a as 30,000 22,000 
190383. « vi ia i ed 34,000 19,000 
1934 jn “* “s _ — 18,000 17,000 
1935 . .. ‘i ae a ea 13,000 7,000 
1936 =. oi il i i 3,000 8,500 
. 500 7,500 


In an endeavour to offset the loss of these markets Iceland 


* Between 1930 and 1934 Spain took more than 30 per cent and Italy some 
15 per cent of Iceland’s total exports. 
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started to develop and expand her herring factories and processing 
plants to increase the production of herring meal and herring oil. 
This programme meant, however, a severe financial burden on the 
country, as it involved the importation of engineering equipment, 
cement, building materials, etc. It is relevant here to note that, 
with the exception of New Zealand, Iceland has the highest 
imports per capita in the world, and, as a nation entirely dependent 
on the importation of both raw materials and manufactured goods, 
is at the mercy of foreign exporters. When she was invaded in 1940 
she was in a critical plight, for to add to the difficulties and prob- 
lems listed above, the outbreak of war the previous autumn had 
practically closed all markets to her. 

The invasion brought, as might be expected, a flood of money to 
the island, for the British forces needed much manual and semi- 
skilled labour during the process of establishing camps, bases, 
airfields, etc. This flood of money produced the inevitable infla- 
tion, and wages and prices went rocketing up, shaking the island’s 
economy to its foundations. Those foundations are today far from 
secure, but natural factors (shortage of fish and bad fishing 
weather) have contributed to the present situation far more than 
the Allied occupation. During the war Iceland accumulated 
foreign credits far exceeding anything she had known in her 
history. Those balances became exhausted early last year, but 
many of the foreign critics who have accused Iceland of financial 
recklessness and extravagance are not fully aware of her pre-war 
situation; still less do they know how these foreign credits have 
been spent. In 1938 Iceland had a fishing fleet which consisted 
largely of old or second-hand trawlers and other types of smaller 
fishing vessels. She had little up-to-date equipment in her pro- 
cessing factories. She had practically no mechanized farming 
equipment (and, contrary to foreign belief, more Icelanders are 
agriculturists than fishermen: the latest figures for the two groups 
are 33 and 25 per cent respectively). Her roads were poor and her 
harbours not modern. 

Today, as the result of spending her war credits, all this has 
changed, and now, in relation to her size and population, Iceland 
has one of the finest fishing fleets in the world. Her modern 
British-built trawlers are big and fast. British ship-building yards 
are now engaged in a programme for the building of thirty-two 
such trawlers for Iceland, each of which when fully equipped will 
cost over £120,000. Since war ended about sixty smaller fishing 
vessels have also been purchased, mostly from Sweden, each 
costing about £20,000. Orders have also been placed for a number 
of cargo-passenger vessels, which will cost several million. The 
island’s shipping programme is, in fact, a most ambitious and 
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expensive one; but at the same time it must be realized that to an 
isolated country, largely dependent on her fishing industry, the 
possession of fishing vessels and a small cargo-carrying fleet con- 
stitutes a major life-line. The following table shows how far the 
programme had been fulfilled by the end of 1947. 


SHIPPING POSITION AT THE END OF 1947 








Total 
Number Tonnage 

Cargo, passenger, and mail vessels én 15 12,805 
Fishing vessels (over 100 tons) os mm 87 26,334 
Fishing vessels (30-100 tons) A di 221 12,643 
Deck vessels (under 30 tons) hp a 388 5,250 
Other vessels . a Ry - o% 10 2,571 
Grand total tonnage 59,603 


Since the war ended Iceland has built more permanent houses 
per capita than any other country in the world—and it must be 
emphasized that almost every single part of those houses from the 
roof to the foundations has had to be imported across many miles 
of ocean at a very high cost. Roads all over the country have been 
improved and extended, and the farmers now possess much 
modern equipment. To the high expenditure involved in these 
programmes must be added the vast sums spent on the fine new 
hydro-electric systems and the civil works connected with them, 
and the building of bridges in various parts of the country. 
Harbours have been extended and modernized. Much work has 
been done on herring factories and new factories for freezing and 
canning. All these comprehensive schemes involve import diffi- 
culties as well as money, and are furthermore affected by constant 
factors which influence all building, road-making, and civil works, 
namely, climate, terrain, and the shortage of labour due to the 
small size of the population. Iceland’s immediate financial 
difficulties have come about not so much through an over-hasty 
expenditure of her war-credits, as through three very bad fishing 
seasons. The summer herring catch is the very life-blood of the 
country, yet the years 1945, 1946, and 1947 produced negligible 
catches. Such disasters are, however, attendant on all com- 
munities dependent on natural phenomena. 

Events and political trends in the Scandinavian countries since 
the beginning of 1948 show a clear—though reluctant—admission 
of the fact that, if they wish to preserve their democratic way of 

ife, steps including the strongest protective measures must be 
taken to control disruptive elements within their gates. The 
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speeches of the Scandinavian Premiers in Stockholm last March! 
revealed that the northern countries have now reached the point 
where they realise that their traditional attitude of neutrality may 
no longer guarantee their inviolability in time of war. Norway, 
Sweden, and Denmark openly speak of war, and are busily taking 
steps to offer armed resistance to any enemy—whether coming 
from without or arising within their midst. In the simplest terms 
Norway and Denmark have declared ‘war’ on indigenous Com- 
munists, with Sweden following cautiously behind. The Swedish 
people feel that by caution—and something that can only be 
described as good luck—they may, as in the past, escape entangle- 
ment in any major upheaval. Swedish leaders, however, have not 
shown quite so much optimism. In all these three countries feeling 
is growing in favour of alliance and collaboration. The three 
States see very clearly that events beyond their frontiers may com- 
pel them to take immediate steps for self-preservation. But what 
of the fourth Scandinavian State, Iceland? Where does she stand, 
and what does she desire? 

Iceland has no army, navy, or air force, and no systems or forms 
of defence of any kind. She has never been at war with any other 
country in all her long history. She claims with some justice to be 
more peaceful and more peaceable than any other nation in the 
world, and although she maintains that she has a permanently 
neutral status certain critics now contend that this may be 
invalidated by her membership in the United Nations, to which 
she was admitted in November 1946. These same critics also argue 
that as Iceland is to participate in the Marshall Plan her position as 
a free agent is further jeopardized. Lastly, there is one particular 
bone of contention which is repeatedly aired in the non-Icelandic 
press—the continued use by the Americans of the Keflavik 
Airfield on the Reykjanes peninsula. The truth with regard to this 
airfield, as laid down in the terms of the agreement drawn up 
between Iceland and the United States, is very simple. That 
agreement was ratified in October 1946, and states (Article 2): 
‘The Keflavik area and the airfields hereinafter referred to as the 
Airport, and the immovable installations constructed thereon by 
the United States which will be listed in a joint Icelandic-United 
States inventory to be prepared concurrently with the transfer of 
the Airport, will be transferred to the Government of Iceland. ‘The 
Airport shall then become the undisputed property of the Ice- 
landic State in fulfilment of the undertakings of the Government 
of the United States with respect thereto.’ Article 5 states: ‘Neither 
the stipulations in the foregoing paragraphs nor any other stipu- 
lations in this agreement shall impair the sovereign rights of the 


1 See ‘Scandinavia Faces the Future’, in The World Today, May 1948. 
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ultimate authority of the Republic of Iceland with regard to the 
control and operation of the Airport or any construction or activi- 
ties there.’ The final Article (Article 12) states: “The agreement 
shall continue in effect until the obligations of the Government 
of the United States to maintain control agencies in Germany 
shall have been fulfilled, provided, however, that at any time after 
the lapse of five years from the coming into force of the present 
agreement either Government may propose a review of the agree- 
ment. In such cases the two Governments shall consult as soon as 
possible. If no agreement is reached as the result of such consulta- 
tion within a period of six months from the date of the original 
notification, either Government may at any time thereafter give 
notice in writing of intention to denounce the agreement, which 
shall then terminate twelve months from the date of such notice.’ 

The Icelander by temperament and history is thoroughly 
democratic, and is fully familiar with the meaning of the freedom 
of the press, freedom of association, freedom of religion, and 
freedom of thought.” Political leaders in Iceland are just as liable 
to be the subject of savage or humorous caricature as are those in 
Great Britain.* In his devotion to freedom, however, the Icelander 
tends to overlook the fact that his freedom may now rest on 
factors far removed from his own land, and not on his own con- 
duct within the bounds of his own country. Long years of iso- 
lation from the major nations is largely responsible for this 
attitude of mind. Yet leaders in Iceland are fully aware that the 
economic integration of the world is such today that no single 
country can really stand alone, free and unhindered, least of all 
small and isolated communities such as Iceland. 

The recognition of this fact is clearly embodied in a speech 
made on 8 April 1948 in Reykjavik by Herra Bjarni Benediktsson, 
the Foreign Minister.* He dealt with the Marshall Plan in relation 
to the country’s present economic position and, commenting on 
the Icelandic Communists’ attacks upon the Plan, he remarked 
that life and trade for Iceland had greatly changed through the war 
and through events in foreign lands, all of which were far beyond 
I[celand’s control. ‘Iceland,’ he went on, ‘will never be big enough 
to give orders to other countries; all that we can do is to decide 


1 


clearly where to take our place. . . The most important thing for us 


ext in Directory of Iceland, 1948, pp. 150-153. 
* Covered by Articles 72, 73, 74 and 63 of the Constitution of Iceland. 
lished by the Ministry for Foreign Affairs of Iceland, 1948. 
itest figures show the five Reykjavik daily papers listed in this order 
ling to circulation: Morgunbladid (Conservative), Visir (Conservative), 
lubladid (Labour), Thjodviljinn (Communist), and Timinn (Progressive 
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to realize is where we are heading in foreign affairs which concern 
our economic life. . . It must be remembered that although we may 
manage to balance our Budget this year, the position is still very 
uncertain because of our dollar shortage and the bad fishing 
season. . . A lot of the foreign currency which we obtain cannot 
be used to our own advantage. The currency we acquire in certain 
countries with which we trade under barter agreements is, in 
many cases, only of use in that country. The European countries 
we trade with cannot supply all our needs. There are many 
necessities that we can only get from the U.S.A., for instance 
petrol and oil, and if we do not get these our industry will stop. . .’ 
Referring to the Marshall Plan he said: ‘By taking part in the 
Marshall Plan it will be possible for us to sell our goods where we 
could not sell them without Marshall aid. Through such aid we 
can sell our goods for dollars; without such aid we should be com- 
pelled to take other currencies. Our part in the Plan helps us a 
great deal, and may help us to avoid taking a loan, which might 
otherwise be inevitable. Whether Marshall aid will be enough is, 
on the other hand, uncertain. . .”* 

Remarking, also, on how Iceland came into the Marshall Plan 
discussions he said: ‘When we Icelanders were invited to take 
part we were in no doubt that it was the right thing to accept. 
Every one agreed in the Foreign Committee except the Com- 
munist representative, who wanted to wait and see what the other 
Scandinavian countries were going to do. . . Our position was so 
clear, however, that we did not need to wait for the decision of the 
other Scandinavian lands. . . . The Communists often allege that 
the British and Americans oppress us in various ways. . . . We 
Icelanders are very lucky in that we can choose of our own free 
will what we want to choose. Our powerful neighbours have 
never tried to force us. The nation is not in any difficulty about 
the choice we have made. Iceland puts herself with those nations 
which want to re-establish the free flow of trade, the end of mass 
unemployment, and the recognition and preservation of honour, 
freedom, and human rights. .. .’ 

The present Parliament, which came into office on 4 February 
1947, is composed of 19 Conservatives, 14 Progressives, 10 Com- 
munists, and g Labour representatives, and the Communists form 
the official Opposition. 


1 Since this speech was made Mr Paul Hoffman, the administrator of th 
Marshall Plan, has announced in Washington what help is proposed for Iceland 
under the Plan: it amounts to $10°5 million for the period April 1948 to 3! 
March 1949, and will be spread over wheat, sugar, oil and petrol, timber, and 
engineering and other goods. It is not known, however, whether this credit wil! 
be advanced against the dollar-purchase of Iceland’s fish or whether it will be a 
loan or a gift to Iceland. See Morgunbladid, Reykjavik, 22 April 1948. 
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As a recent Prime Minister of Iceland, Bjorn Thordarson, has 
said: ‘But now that this small nation has been drawn into the 
turmoil of the world and the distance from other lands is no 
longer the same defence as before . . . it will have to base its 
independence on the hope and belief that the might of right, and 
not the right of might, will hereafter prevail in the dealings 
between nations.’? 


J. W. 


THE NEW ITALIAN CONSTITUTION 


HE new Italian Constitution, which came into effect on 

1 January of this year, supersedes the ‘Statute’ granted by 
King Charles Albert in 1848 to the Kingdom of Sardinia’ and later 
extended to cover the whole Kingdom of Italy, when its unifica- 
tion had been accomplished by the Risorgimento. The Statute of 
Charles Albert was in large part modelled on the French Constitu- 
tion of 1830 and the Belgian Constitution of 1831, which in their 
turn had been inspired by British constitutional forms. During 
the Fascist period, however, the Italian constitutional set-up de- 
parted a long way from these models. The principal changes 
effected by Fascist laws consisted on the one hand in an increase 
of the powers of the Executive, especially of the Head of the 
Government, by the grant of overriding powers in relation to the 
Legislature, and, on the other hand, in a curtailment of civil 
liberties. 

The collapse of Fascism was followed by a period of tran- 
sition, during which it was settled that the Italian people 
should decide on the constitutional form of the State (Monarchy 
or Republic) and should elect a Constituent Assembly to draw up 
the new Constitution. With the Referendum of 2 June 1946 the 
people pronounced themselves in favour of a Republic; the Con- 
stituent Assembly, elected on the same day, then began its work, 
which it brought to a successful conclusion in December 1947. 

The new Constitution’ which emerged from these labours is 


‘ Iceland Past and Present, by Bjorn Thordarson. Translated by Sir William 
Craigie. Second edition, revised. 1945. Oxford University Press. 

* ‘Then covering Piedmont and Sardinia. 

* Text in Gazzetta Ufficiale della Repubblica Italiana, 27 December 1947. 


English translation in U.S. Department of State: Documents and State Papers, 
Vol. I, No. 1, April 1948. 
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composed of certain ‘Fundamental Principles’ set out in the first 
12 Articles, a First Part relating to the ‘Rights and Duties of 
the Citizens’, and a Second Part relating to the ‘Organization of the 
Republic’. In its 139 Articles the new Constitution re-affirms the 
principles of liberty and democracy, thus linking up with the 
tradition of the Risorgimento, and—like the majority of the Con- 
stitutions that were drawn up after the first world war—lays down 
new principles and rules in economic and labour matters which 
can serve as the basis of future social progress. 


I, MAIN FEATURES OF THE CONSTITUTION 


The method by which the new Italian Constitution was estab- 
lished—through the work of an Assembly freely elected in order to 
perform this task—places it in the category of Constitutions classi- 
fied in Continental constitutional theory as ‘voted’, in contradis- 
tinction to those originating in a grant or concession by the ruler, 
which are called ‘octroyés’. In this it differs from the preceding 
Statute of Charles Albert, which was granted by that King; though 
it was always considered, during the period of the Monarchy, as 
based on a ‘pact’ tacitly concluded and still operating between the 
Crown and its subjects. 

The new Constitution, moreover, is a rigid and not a flexible 
one, since one of its Articles (Art. 138) provides a special procedure 
for its revision and for the issue of other constitutional laws. This 
also is an innovation compared with the Statute of 1848. 

As regards their content and effectiveness, the individual pro- 
visions (articoli) of the Constitution can be divided into those 
which directly regulate the organs of the Republic and the rights 
of the citizens, and those which have a ‘programmatic’ content, 
in that they state the basic principles for future legislation. The 
former, therefore, come into immediate effect and are binding on 
all the citizens of the State, while the latter are only indirectly 
effective in so far as they serve as a guide to the legislators and may 
be used as a criterion by which to judge whether future laws are 
constitutional. In a recent decision of the High Court of Cassa- 
tion, the first group was called ‘preceptive regulations’ and the 
second ‘programmatic or directive regulations’. As an example of 
the latter, we may consider the second paragraph of Article 3, 
which reads: ‘It is the duty of the Republic to remove the obstacles 
of an economic and social character which, by limiting in practice 
the liberty and equality of the citizens, prevent the full develop- 
ment of the human personality and the effective participation of all 
the workers in the political, economic, and social organization of 
the country.’ 

The majority of such rules refer to questions in the economic 
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and social fields. It cannot be denied that, from the juridical point 
of view, they are distinctly vague and lacking in precision. But 
they correspond to the need generally felt today to indicate, even 
if only in general terms, the duties and the limits of State inter- 
vention in economic life, and to set down, side by side with the 
civil and political rights of the citizen, his rights and duties as 
worker and producer. Although we may criticize the content of 
some of these rules, it is certain that their absence would have sig- 
nified an ‘agnosticism’, an indifference, on the part of the State in 
economic matters, which would have run counter to the whole 
trend of recent development in this field. 

At the same time, it was not possible to enter into greater detail 
in such matters, partly because the Constituent Assembly repre- 
sented all the various shades of political opinion in the country, 
from Liberals to Christian Democrats and Communists, and it 
would not have been advisable to commit the future solution of 
these difficult problems in one direction or another. It will be the 
task of future legislation in this field to follow the current de- 
velopment of social forces. 

Italy, like most of the continental European countries, has kept 
to the tradition of a written Constitution: but it is useful for even 
a written Constitution to leave a free field for future experience and 
for the spontaneous formation of new institutions. 


II. THE LEGISLATURE 


Article 1 of the Constitution states: ‘Italy is a democratic Re- 
public, based on work. Sovereignty belongs to the people, who 
exercise it in the forms and within the limits prescribed by the 
Constitution.’ 

The Constitution has thus re-affirmed, in a similar manner to the 
French Constitution, the principle of popular sovereignty. The 
prevailing opinion in the Italian theory of public law was that 
sovereignty belonged to the State, which continental legal theory 
recognizes as possessing juridical personality. The first Article, 
however, does not deal with this largely theoretical question: it 
has an essentially political character, being the re-statement of a 
democratic principle, which is restricted by the fact that this 
popular sovereignty cannot be exercised except ‘in the forms and 
within the limits’ laid down by the Constitution, which is the 
supreme law of the State. In this way the legal principle of the 
supremacy and inviolability of the law and the political principle 
of the sovereignty of the people are given equal significance in the 
Constitution. 

lhe sovereignty of the people is directly exercised through the 
vote in Parliamentary elections and in the Referendum. As the 
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latter, however, can only be used for the abrogation of laws, and, 
in certain conditions, for constitutional matters, Parliament remains 
the centre of the constitutional machinery. Now, while Parliament 
cannot be considered as in itself sovereign—as in the British Con- 
stitution—it nevertheless has all the functions of law-making and 
of determining, through the vote of confidence and the control of 
the Executive, the formation and the actions of the Government. 

The Parliament is bi-cameral, and is composed of the Chamber 
of Deputies and the Senate. Since both bodies are elected and 
have equal functions and powers, the main reason for retaining 
the bi-cameral form can no longer be attributed to the moderating 
function which at one time was recognized as pertaining to the 
Upper Chamber. One might say that the only reason must be that 
which John Stuart Mill once indicated: “The same reason which 
induced the Romans to have two Consuls, makes it desirable there 
should be two Chambers: that neither of them may be exposed to 
the corrupting influence of undivided power.’ It is true, however, 
that the equality of powers between the two Chambers makes a 





constitutional crisis possible—modern parliamentary history offers 
many examples—if their opinions on any question prove to be irre- | 
concilably opposed, or (and this would be even more serious) if the 


the two Chambers. 


elections result in a majority of a different political complexion in | 


III. THE ELECTORAL SYSTEM 


The Chamber of Deputies and the Senate are elected by uni- 
versal direct suffrage, the Chamber having one Deputy for every 
80,000 inhabitants or for any fraction over 40,000, while the Senate 
is elected on a regional basis: in each Region one Senator is allotted 
to every 200,000 inhabitants, or to any fraction over 100,000. 
Both men and women have the vote, at the age of 21 for the 
Chamber and at 25 for the Senate; candidates for the Chamber 
must be at least 25 years old, and for the Senate 40 years old. 
No one can be simultaneously a member of the two Houses of 
Parliament. 

Special laws lay down details of the electoral system. For the 
Chamber a form of proportional representation by quotient 
was adopted. For the Senate, there is a mixed system, based 
on the single-member constituency: any candidate who has attained | 


not less than 65 per cent of the valid votes is elected; candidates | — 


can form themselves into groups, and where the individual votes 
received do not reach the required figure the votes of the whole 
group can be added together and the proportional system of 
D’Hondt applied to this total for the final result. It is expected 
that these special laws will be somewhat modified in the future. 
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The Constitution fixes the term of the Chamber of Deputies at 
5 years, and that of the Senate at 6 years. Both Chambers can be 
dissolved by the President of the Republic, simultaneously or 
separately, but not during the last six months of his tenure of office. 
Every past President of the Republic is, by right, a Senator for 
life. He may also nominate as life-Senators five citizens who have 


merited well of their country in the scientific, artistic, literary, 
and social field.* 


IV. THE PROCESS OF LAW-MAKING 


Laws can be initiated by the Government, by any member of 
Parliament, and by the people on the proposal of at least 50,000 
electors. Article 71 of the Constitution even considers the possi- 
bility that further constitutional laws will extend the initiative in 
legislation to other organs or corporate bodies, such as, for ex- 
ample, the National Economic and Labour Council. 

The procedure in Parliament begins with the discussion of a 
Bill, first by a Parliamentary Committee and then by the Chamber 
as a whole, which must approve the text, article by article, the 
voting being final in each case. Permanent Commissions may be 
set up, the composition of which should reflect the proportions 
of the various parties or groups in Parliament: they may examine 
Bills, with the exception of those concerning constitutional and 
electoral questions, the delegation of legislative power, the 
authorization and ratification of treaties, and the approval of the 
Budget and Appropriations. 

The President of the Republic promulgates the laws. Before 
doing so, he can send a special message to the Chambers request- 
ing further consideration of a law, but if the Chambers pass it 
a second time it must be promulgated. The President thus does 
not have a true right of veto, but only the power to suspend any law 
on one occasion only, 

The legislative function can be delegated to the Government, 
but the act of delegation must determine the directing principles 
and criteria and is only valid for a limited time and for prescribed 
subjects. In an emergency the Government can issue provisional 
measures having the force of law, but they must be presented to 
the Chamber on the day of issue for conversion into laws, and the 
Chamber must meet within 5 days for this purpose. In this way 
an effective limit can be placed on the system of Decree-laws, 
which might otherwise become the means by which the Executive 
seriously usurps the powers of Parliament. 

‘Interim provisions created certain categories of ‘Senators by right’, 
uch as ex-Presidents of the Council and ex-Senators who had been members of 


the Constituent Assembly, but these provisions applied only on the first occasion 
ming the new Parliament, in the elections of April 1948. 
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Laws can be abrogated by a Referendum, with the exception of 
those concerned with taxation or the Budget, with an amnesty or 
general pardon, and with the authorization and ratification of 
international treaties. The referendum must be requested by at 
least 500,000 electors or by 5 Regional Councils. In the writer’s 
opinion, this concession to the system of direct democracy is a 
hybrid political form and a danger to the normal functioning of the 
State. For it would, in fact, be sufficient for a party having more 
than 500,000 members, or a coalition of minor parties, to take the 
initiative to set in motion the whole complicated mechanism of 
popular consultation, with the disturbances that this might easily 
provoke, yet without actually reaching any positive result if the 
majority in the country were opposed to the proposal. If, however, 
the proposal were to obtain a majority vote, a constitutional con- 
flict might occur between Parliament and the electorate. This so- 
called appeal to the people is usually contrasted with the parlia- 
mentary system proper, and, while the use of the referendum only 
for the abrogation of laws (and for a few other matters) consider- 
ably limits its importance, the danger still remains. 

A special procedure is laid down (Article 138) for the revision 
of the Constitution and the passage of other constitutional laws. 
For these there must be two successive decisions in each Chamber 
at an interval of not less than three months, and when the Bills 
are passed for the second time they must obtain an absolute 
majority of votes in each Chamber. Within three months of their 
publication they may be submitted to a referendum, if one-fifth 
of the Members of one Chamber or 500,000 electors or 5 Regional 
Councils demand this. Which makes it not improbable that every 
important constitutional law may be submitted to a referendum! 

The Constitutional Court (Corte costituztonale) is the competent 
organ to judge whether laws are constitutional. It can invalidate 
laws that do not conform to the Constitution; a task which is deli- 
cate in itself and is made much more difficult by the numerous 
‘programmatic’ rules contained in the Constitution. 


Vv. THE PRESIDENT OF THE REPUBLIC 


The President of the Republic is not, as was the Crown under 
the preceding Constitution, the head of the Executive. Under the 
old Constitution executive power belonged to the King and was 
exercised through his Ministers; under the present Constitution 
the President of the Council and the individual Ministers form the 
Government of the Republic, exercising their appropriate powers, 
and their decisions cannot even formally be ascribed to the Presi- 
dent of the Republic. 

The President is ‘the Head of the State and represents the 
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national unity’ (Article 87). This function of representing the unity 
of the State is shown especially in regard to foreign relations, and 
in exceptional circumstances such as those which might lead to 
the dissolution of one or both of the Chambers. In normal condi- 
tions he cannot take the initiative in ordinary governmental acti- 
vities, and his participation—in the circumstances contemplated 
in the Constitution—is largely formal. Like the President of the 
United States, he can send messages to the Chambers. 

The President is elected by Parliament, sitting in joint Assembly, 
with the participation of three delegates from each Region elected 
by the Regional Councils. Transitional measures laid down that 
on the first occasion when this election took place,’ only the Mem- 
bers of Parliament should participate, as the Regional Councils 
have not all been established as yet. The President must be at 
least 50 years of age. 


VI. THE EXECUTIVE 

Executive functions belong principally to the Government, 
which is composed of the President of the Council and the Minis- 
ters, who together form the Council of Ministers. The President 
of the Republic nominates the President of the Council (Premier) 
and, on the advice of the latter, the Ministers. 

Since the Government must have the confidence of the Cham- 
bers (Article 94), it follows that the President of the Republic can 
only give the task of forming a Ministry to some one likely to obtain 
this confidence. The President of the Council is responsible for 
maintaining unity of policy and administration, by co-ordinating 
the activities of the different Ministers. 

The control of Parliament over the Government is exercised 
by the vote of confidence, and in addition by the necessity of ap- 
proving the Budget and by the power to make investigations. 

The National Economic and Labour Council (Consigho nazto- 
nale dell’ economia e del lavoro) is considered as one of the auxiliary 
organs of Government. It will be composed of representatives of 
all categories in economic life and will have an advisory function. 
[t may be of considerable importance in promoting legislation on 
social and economic questions. 


VII. THE JUDICIARY 
The position and functions of the judges, who in Italy are 
usually permanent appointees, are regulated by special laws on the 
udiciary and by codes of procedure. The Constitution has limited 
itself to laying down the fundamental principles for ensuring the 
independence of the judges and their freedom from interference 


‘t.e.,0n 9-11 May 1948, when Signor Einaudi was elected President. 
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by the Executive, and guaranteeing to all citizens the protection of 
of the law. 

The Constitution provides that the nominations and provisions 
which affect the careers of the judges shall be determined by the 
Consiglio Superiore della Magistratura, over which the Head of the 
State presides; in addition to the President and the Attorney- 
General of the High Court, two-thirds of its members are judges 
elected by magistrates of all categories, while one-third are elected 
by Parliament from among University professors and barristers 
with more than fifteen years of practice. 

Among the rules which concern the judicial protection of the 
citizens a particularly important one is that which lays down that 
the citizen can sue the Public Administration for all illegal actions. 


VIII. LOCAL GOVERNMENT 


An important innovation in the Constitution is the creation of 
Regions. ‘The whole territory of the Republic is divided into 19 
Regions. They are autonomous bodies, having administrative and 
even legislative functions within the limits of the laws of the State. 
The regional organization consists of the Regional Council, the 
Giunta, which is the executive organ of the Region, and the chair- 
man of the Giunta. In each Region there is also a Commissioner 
representing the Government. 

The purpose of these bodies is to adapt the legislation and ad- 
ministration more closely to local needs. There is, however, the 
danger of an excessive increase in the number of laws, and certain 
difficulties may arise in co-ordinating the various local measures. 
But it must also be realized that very few Regions will have any 
effective financial autonomy. 

Smaller autonomous areas are the Provinces and the Com- 
munes; their administrative machinery has remained unchanged. 


IX. RIGHTS AND LIBERTIES OF THE SUBJECT 


The Italian Constitution, like all European Constitutions, 
appears, formally, as the fount and origin of the rights and liberties 
of the citizens. This is one of the fundamental differences, stressed 
by Dicey, between Continental and Anglo-Saxon constitutional 
law, since under the latter the Constitution is the consequence, 
and not the origin, of the rights of the individuals defined and 
applied by the Courts.* We may note that if, juridically, the valid- 
ity of these rights derives exclusively from the Constitution, his- 
torically those which concern civil affairs (relations between 
citizens) and political affairs (relations between citizens and the 
State) are founded on the ancient liberal traditions of Italy, which 


1 Dicey, Law of the Constitution, Lecture VII. 
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were given expression in the old Statute. The rights of the citizen 
in the economic field reflect the most recent social legislation, and 
on certain matters, as already stated, the declaration of the rights 
itself forms the directive for future progress in this field. 

The civil rights reaffirm the ‘rule of law’—no man shall be 
punished unless he breaks a law which was in force before his act 
was committed (Article 25), and the setting up of extraordinary or 
special tribunals is specifically prohibited (Article 102). The Con- 
stitution guarantees freedom from arrest, the right of public meet- 
ing, freedom of discussion, etc. 

In labour matters, the right to work is proclaimed—‘at a wage 
proportionate to the quantity and quality of the work and, in 
every case, sufficient to ensure for the worker and for his family 
a free and dignified life’-—and these words may be taken as direc- 
tives, particularly in collective labour contracts. Equality of right 
between men and women in their work is also laid down in the 
Constitution, as well as the right of every necessitous citizen who 
is unable to work to receive social assistance, while all workers are 
entitled to the different forms of social security. The right to strike, 
within the limits of the law, is also specifically mentioned. 

In economic matters, free enterprise is permitted and encour- 
aged, unless it operates against the social good or in such a way 
as to harm personal security, liberty, or dignity. ‘The law can 
elaborate economic programmes and controls. Private property 
is guaranteed by the law, which will determine its limitations and 
in case of expropriation will fix the compensation. Article 43 is 
particularly important, as it provides for the possible future 
nationalization and socialization of business and industry." 


The above short study of the contents of the Italian Constitu- 
tion makes it possible to classify it according to the categories of 
onstitutional law. 

As regards the form of Government, the Constitution shows that 
t is a Republican Democracy. Since Article 1 stresses this affirma- 
tion, the proclamation of a republic ‘founded on work’ cannot be 
taken to mean a Socialist State, nor that the Constitution is of a 

cialist type: with greater exactness, it could be said that the Con- 
stitution foresees and permits the socialist experiment within the 
mits and on the basis of democratic liberties. 

As to the form of the State, it is unitary and not federal. The 


' Article 43 reads as follows: ‘In the general interest the law may reserve from 
the outset or may transfer, by means of expropriation with due compensation, 
the State, to public corporations, or to organizations of producers or con- 
ers certain businesses or categories of business which deal with essential 

lic services or sources of power or are monopolies, and which are of pre- 
nantly general interest.’ 
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creation of the Regions has not given the State a federal charac- 
ter, but has merely provided the means of decentralizing the pub- 
lic functions. 

Finally, in regard to the relations between Executive and Legis- 
lature, the Italian Republic is a Parliamentary and not a Presi- 
dential Democracy. Executive and Legislature, in fact, are not 
considered as absolutely distinct from each other, as in the 
United States of America, but, as shown above, the Council of 
Ministers must be the expression of Parliament and always have 
its confidence. 

In conclusion, Italy has today a Constitution which is rigid, 
unitary, and parliamentary. Its future depends on the manner in 
which the political struggle develops within the parliamentary 
system in Italy and on the speed with which suitable social re- 
forms are carried into effect with due regard to the liberties of all 
citizens. 


G.C. 





PRINTED IN GREAT BRITAIN AT THE BROADWATER PRESS, WELWYN GARDEN CITY, HERTFORDSHIRG 








